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Current trends in the aviation industry have seen the 
rise of low-cost carrier (LCC) which had given stiff 
competitions to the traditional airlines. With 
Malaysia also involved in the emergence of LCC, the 
research paper aimed to analyze the growth trends 
that currently experienced in the industry. The 
growth analysis is identified by examining the 
worldwide and regional growth trend, before 
assessing the trend experienced in the country. The 
research then concluded by analyzing the potential 
impact of the LCCs growth into the development of 
airport terminals in Malaysia.    
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Low-cost carrier in the passenger aviation industry 
now had become the growing trend in the market 
with the emergence of numerous low-cost carriers in 
the market. With this, there is a possibility that LCCs 
may have a growing influence in the aspect of airport 
terminals that caters it.  
 
The research covers the general overview of 
Malaysia airports, before moving to the current 
market trends in the terms of capacity share gained 
by LCCs. Currently, Malaysia is experiencing the 
emergence of the low-cost carrier which made the 
country as the most prominent hub of this carrier type 
in the Southeast Asia region. Furthermore, the nation 
also hosting the major player in the low-cost carrier 
in the region, AirAsia which further enhances the 




1.1 PROBLEM STATEMENT 
 
With this, the current situation is asking about how 
could the growing capacity of LCCs related to the 
industry trends. Also, it looks into the probable 
outcome regarding the growth in the context of 
airport developments in Malaysia.  
 
In the matter of future prospects, this research aimed 
to find the current issues and trends and make a 
prediction about the potential situation in the low-
cost carrier and the airport terminals in Malaysia 
 
1.2 RESEARCH OBJECTIVE 
 
The emerging and total growth of low-cost carriers 
has been rapid in Malaysia and the region, which 
means that there are possibilities that its growth will 
be a major influence in the aviation industry in the 
country. First objective is to identify the trend 
worldwide and see how the growth trends fared 
between the Southeast Asia and Malaysia.  
 
The second objective is to analyze and draw a 
possible impact of the growth towards the airport 
terminal developments in Malaysia.  
 
2.0 LITERATURE REVIEW 
 
2.1 LOW COST CARRIER 
In general, there are two types of passenger carriers 
that resulted from the structure change that is based 
on the deregulation and privatization process. The 
first type of carrier are called full service carriers 
(FSC) where it focused on offering more 
differentiated products such as in-flight 
entertainment, fast check-in, VIP waiting lounges and 
ground services. While the second type is the low 
cost-carrier (LCC) where it is defined as an airline 




costs over FSC. (Alderighi, Cento, Nijkamp and 
Rietveld, 2004).  
The main differentiation between FSC and LCC is 
how their daily operation runs. FSC which usually 
considered as a flagship carrier are focused on 
specialized aspects of air travel, the LCC are more 
into simple firm organization and logistic principles. 
The fleet usually only have one type of aircraft that 
operates more hours per day compared to the 
traditional carriers, which are done in order to get full 
utilization on a daily basis. Low fare levels 
implemented by LCCs are the main factor that helps 
boosting its growth after 1999, and not badly affected 
by the September 11
th
 crisis. The fact that LCCs still 
yet to operate in a politically-sensitive region also 
explains that matter (Alderighi et. al, 2004). 
Centre of Aviation (CAPA) defined the classic 
characteristics of the low-cost model, which are:- 
 High seating density 
 High aircraft utilization 
 Single aircraft type 
 Low fares, including very low promotional 
fares 
 Single class configuration 
 Point-to-point services 
 No frills 
 Predominantly short-to-medium haul route 
structures 
 Frequent use of second-tier airports 
 Rapid turnaround time at airports 
 
2.2 AIRPORT TERMINALS 
In the aspect of airport terminals, it is generally 
accepted that the definition of airport terminals is the 
place of where aircraft operate and as the center for 
air travelers or freight for boarding the flight. The 
airport itself is considered as a vital national resource 
that serves a key role in transportation of people and 
goods and in regional, national and international 
commerce. 
The ACRP Report (2008) stated that airport also 
serves as a place where a nation’s aviation system 
connects with other modes of transportation and 
where federal responsibility for managing and 
regulating air traffic operation intersects with the role 
of state and local governments that own and operate 
most airports.  
The overviews regarding the airport terminals can be 
considered into five aspects which are security, 
traffic density, commerce, airline traffic patterns and 
the government controls. The security aspects refer to 
the current issues facing the airline industry, which 
generally also affects the airport terminals overall. 
The security measures in the airports involve the 
process of segregation, tightened security, and 
rigorous checking practice (Blow, 1996) in order to 
applying the measures that has been put in high alert 
due to the threats of terrorism activities.  
On the aspect of traffic density, it measures the one-
way passenger flows, segregation and clarity of 
passenger movement with the focus of facilities 
required for smooth running of that. The commercial 
aspect of an airport terminal is where large scale 
public catering facilities, alongside shopping centers 
and place of entertainment located inside the 
building. In short, the airport terminals could well 
also be used as a merchandising centres (Blow, 
1996). 
Airline traffic patterns in the context of airport 
terminals is being put into emphasis on the terminal 
design. Blow (1996) stated that terminal buildings 
need to be able to serve different aircraft sizes with 
the desired flexibility of the internal organization of 
the terminal building itself. Furthermore, the 
demands for the airport terminal layout are 
influenced by the transfer traffic cycles, where a 
terminal designed predominantly for transfer traffic 
within itself requires concentrated airside facilities 
and circulation in order to achieve short interchange 
times needed by both airline marketing and 
passengers.  
Blow (1996) also put the emphasis of government 
controls where the politics of international travel also 
have their say on terminal design and flexibility. In 
this, the examples of European airports are cited 
where the distinction between domestic and 
international traffic can be looked upon. It also 
further presses the need for extra space allocation that 
will be needed for dual facilities and functions.  
2.3 AIRPORTS IN MALAYSIA 
Air transport facilities in Malaysia consisted of 
international airports, domestic airports and the small 
airstrips facilities. The six international airport 
facilities are located at Kuala Lumpur International 
Airport (KLIA) in Kuala Lumpur, Senai Airport, 
Johor, Penang International Airport, Langkawi 
International Airport in Peninsular Malaysia while 
East Malaysia’s international airport are located at  
Kuching International Airport and Kota Kinabalu 
International Airport. Domestic airports are primarily 
located at towns or capital states with flight 




such as Alor Setar, Kuala Terengganu, Miri and 
Sandakan. Most of the prominent airports in 
Malaysia are under the management of Malaysia 
Airport Holdings Berhad (MAHB) with the exception 
of Senai Airport which is under Senai Airport 
Terminal Services Sdn. Bhd. Kuala Lumpur 
International Airport (KLIA) is the largest airport in 
Malaysia and  the main gateway to the country.  
In the term of low-cost carrier, the Low-Cost Carrier 
Terminal (LCCT) in KLIA is the main low-cost 
terminal in the country. Subang Skypark Terminal in 
Sultan Abdul Aziz Shah Airport and Terminal 2 in 
Kota Kinabalu International Airport (KKIA) is also 
the airport terminals that have allocations for low-
cost operators in Malaysia. 
KLIA LCCT is developed as the result of several 
issues which are related to the KLIA terminal itself, 
the needs of a low fare hub in the region and the 
competition factor from Changi Airport in Singapore. 
KLIA was built with a view as a new major gateway 
to the country where all aircraft operations will be 
moved from the existing Subang Airport in that time. 
However, AirAsia, the major LCC player at that time 
wanted to remain at Subang where it was believed 
having a lower cost base in addition of greater 
location and competitiveness factor. The government 
then decides to build a separate terminal for budget 
airlines at KLIA instead of reconstituting Subang 
Airport on the basis that KLIA seemed a more logical 
choice to handle international flights of any variety. 
Furthermore, the competition from Changi Airport 
which is due to completing its own LCC terminal 
also played a part in the decision (LCAT Report, 
2008). 
Finished for the final costs of RM108 million, the 
LCCT quickly close to capacity after only two years 
operating in 2007. Still, the KLIA LCCT is 
considered the temporary terminal which will gave 
way to a new KLIA2, which will become the world’s 
largest dedicated terminal for low-cost carriers. 
Currently under progress, KLIA2 is expected to start 
the operation in May 2013.           
3.0 METHODOLOGY 
 
Qualitative method was used as the main research 
sources where the data gathered from the resources 
that are related to general transportation and airport 
management. The research is focusing more into the 
aspect of Malaysia with a little bit of the regional and 
worldwide aspect to gain the insight of current trends 
in the industry.    
 
The analysis aimed to find the statistics related to the 
total amount of passengers and the growth of low-
cost carrier in the country. Data collected will be 
used to construct a comparison graph before used to 
making prediction regarding the potential of low-cost 
airport terminal in Malaysia.  
 
4.0 INITIAL FINDINGS 
 
Figure 1: Low-Cost Carrier capacity share 




Figure 1 shows the percentage share of low-cost 
carrier airline worldwide in 5 years from 2007 until 
2011. From the chart, it can be seen that there is a 
slight increase happened each year in percentage 
share of LCCs worldwide which ranged from 19.3% 
gained in 2007 until 26.1% recorded in 2011 – a total 
of 6.8% increase gained in 5 years. 
 
Figure 2:  Low-cost Carrier capacity share within 
South East Asia from 2007-2011 
 
 
Figure 2 above shows the percentage share of LCCs 
within South East Asia region from 2007-2011. 
Within the region, the increase can be seen from 
2007 until 2009, with 23.2% market share gained in 
2007, 26.8% in 2008 and 30.9% in 2009. There is a 
very slight decline happened in 2010 where the 





















before recording an increase in the following year 
with 32.4%. 
 
Figure 3: Low-cost Carrier capacity share for 




Figure 3 then shows the percentage share gained by 
LCCs in domestic flights within Malaysia from 2007 
until 2011. From the chart, it can be seen that the 
increase happened gradually from 2007 until 2009, 
where LCCs gained 43.4% market share in 2007, 
49.8% in 2008 and 53.0% in 2009. However slight 
decrease was seen in 2010 with a recorded 52.2%, 
before bounced back by quite a margin in 2011 with 
57.9% market share. Another aspect that also 
observed from the chart is that the low-cost carrier 
had already captured main market share in the 
Malaysian domestic flights compared to the full 
service carrier, starting from 2009 onwards.  
 
Figure 4: Low-cost Carrier capacity share for 




Figure 4 shows the percentage share gained by LCCs 
in the international flights, both inbound and 
outbound. From the chart, steady increase is observed 
with LCCs steadily gained more market share each 
year. 2007 seen the LCCs gained 17.3% in market 
share before growing to 28.0% in 2008. Sharp 
increase observed in 2009 with 40.5% before settled 
into a slow growth in the following two years, with 




5.1 LCC PROSPECTS 
 
Due to the current growth of LCCs in Malaysia and 
South East Asia region, there are several calls for 
other designated LCC terminals in the country to 
serve the rising passengers traffic. Currently, the new 
KLIA2 terminal that is designed to cater 45 million 
passengers per year is being developed where it will 
serve as Malaysia’s next generation hub for LCCs. It 
also will allow a seamless connectivity for local and 
international low-cost and full-service carriers. With 
the total built costs of RM3.6 billion, the terminal is 
expected to open in May 2013. 
 
There are also proposals regarding the potential 
development of LCC terminals in other airports in the 
country, namely the Kota Kinabalu International 
Airport (KKIA) and Penang International Airport 
(PIA). This can be seen into the marketing prospect 
and the destinations catered by both airports. KKIA is 
the 2
nd
 busiest airport in Malaysia, where apart from 
domestic flights there also LCC flights served the 
international route particularly the North East Asia 
region. While PIA, the 3
rd
 busiest airport in Malaysia, 
have routes to Hong Kong, Thailand, Indonesia and 
Singapore served by LCCs.  
 
The Terminal 2 in KKIA which was re-opened in 
2007 after a major refurbishment work is mainly used 
to serve the LCCs, particularly AirAsia. With a 
capability to handle 3 million passengers per year, 
however the terminal isn’t classed as an LCCT as it 
also cater and provide services for full-service 
carriers. While PIA currently is undergoing a 
renovation work which is expected to be fully 
completed in the end of year 2012.  
 
5.2 SHOULD LCC AND MAIN TERMINALS 
 BE MERGED? 
 
In 2011, there are calls from the government 
regarding the KKIA Terminal 2 where it was 
suggested that AirAsia should move their operation 
to the Terminal 1, while the T2 will be used for cargo 
handling facilities. However, AirAsia refused to 
move, citing the increased costs and possible market 
downturn as the reason for them to refuse the move. 
 
For the aspect of low cost carriers, costs are the main 
factor in the operations. The LCCs will trying to cut 




















also the focus to gain as much profit as possible. The 
no-frills factor is the main reason of the successful 
running for leading LCCs such as Southwest, Ryanair 
and AirAsia itself.  
 
In this case, it is understandable for AirAsia 
regarding their refusal to move to KKIA T1 as they 
would have to cover the additional costs, that will 
eventually passed up to passengers instead. Also, 
despite the argument from the government that the 
additional costs incurred is still considered low and 
being used for the convenience of passengers, it still 
contradicts the no-frills way that is being used by the 
carrier.  
 
However, in the aspect of Malaysia, it is inevitable 
that sooner or later some actions have to be taken 
with the growth of LCCs steadily increased. Apart 
from domestic flights, Malaysia also has the potential 
to become the dominant hub for LCCs in the South 
East Asia region as well.  
 
5.3 POTENTIAL IMPACTS ON AIRPORT 
 TERMINALS DEVELOPMENT IN 
 MALAYSIA 
 
With the current surge of LCCs growth in Malaysia, 
the impact is already seen by the development of 
KLIA2 which act as a main hub for the LCCs in the 
country. Increased traffic in other airports throughout 
the country, particularly the one in Kota Kinabalu 
and Penang could well seen new LCCT being built 
especially KKIA due to growing market from 
Northeast Asia.  
 
Another potential impact is increased potential 
privatization of airport terminal management. 
Currently, as stated before most of the airport 
management in Malaysia is managed under Malaysia 
Airport Holdings Berhad (MAHB) with the exception 
of Senai Airport, Johor. With the expanding growth 
of LCCs in the country and the major market share 
capture by those carriers, it might be possible for the 
carriers to gain more influence towards the 
development of new airport terminals in the country. 
In the case of Malaysia, it was seen during AirAsia’s 
ambitious move for KLIA East@Labu proposal back 
in 2009. The different airport management could be 
seen in the future, where in the aspect of LCCs the 
business type approach may differs greatly than the 
current method used by MAHB.  
 
The surge of LCCs traffic might as well also paved 
the way for smaller airports in the country to become 
more prominent. Still, it depends on the location and 
the flight frequency to the destination. For example, 
Kota Bharu airport in the east coast region of 
Peninsular Malaysia and Miri airport in Sarawak. 
Total passengers traffic recorded at Kota Bharu in 
2011 was 1,132,345 which is the largest compared to 
other airports in the region, Kuala Terengganu and 
Kuantan. While Miri is the busiest domestic airport in 
Malaysia with a recorded total of 1,843,005 
passengers in 2011which is much larger than 
Langkawi and Johor Bahru statistics. Increase in 
growth of LCCs could further develop smaller 
airports such as both examples, where they may act 




The growth of LCCs has been steadily increased 
worldwide and also affected the country and 
Southeast Asia region as well. Major industry player 
in the country such as AirAsia and new entrants such 
as Tiger Airways, Lion Air and JetStar could foresee 
a bigger development and opportunity in the future, 
which can be accredited to the strategic location of 
the country and the region as well.  
 
The increase of passenger traffic flow may pose the 
challenges and could as well influence the airline 
industry in the region, including the airport terminal 
developments and related facilities. It will be 
interesting to see how the future development will 
unfold. 
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